D.P.U. 94-7B
Application of Nantucket Electric Company:

(1) under the provisions of G.L. c. 164, § 94G and the Company's tariaff, M.D.P.U. 193B,
for approval by the Department of Publ i clti l1ties of a change inthe quarterly fuel charge to
be billed to the Company's customers pursuant to meter readings inthe billing months of
May, June, and July 1994; and

@ for approval by the Department of rates to be paid to(ual 1 fying Facilities for purchases
of power pursuant to 220 C.M.R. & 8.00 et seq. The rules established 1n 220 C.M.R.
§8.0 et seq. set forth the f1lings tobe made by electric utilitieswiththe Department, and
implement the iIntent of sections 2l and 20 of the PublicUtil 1tiesfegulatoryPolicies Act
of 1978.

APPEARANCES: Stephen H. August, Esq.
Keohane & Keegan
21 Custom House Street
Boston, Massachusetts (2110
FOR: NANUCKET ELECTRIC COMPANY
Petitioner

Jane llalton

22 North Pasture Lane

Nantucket, Massachusetts 02554
Limited Participant
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1. INTRODUCTION
On March 31, 1994, pursuant to G.L. c. 164, § 94G and 220 C.M.R. § 8.00 et
seq., Nantucket Electric Company (Nantucket' or "Company’) noti f1ed the Department of
Public Uta I ities (Department) of the Company's intent to fi1le a quarterly change to 1ts fuel
charge i1nconformance with 1ts tariff, M.D.P.U. 193, and to 1tsQual ifying Facility (0F")
power purchase rates 1n conformance with 1ts tariff, M.D.P.l. 193B. The Company
requested that both these changes be effective for bills 1ssued pursuant to meter readings for
the bill1ng months of May, June, and July 1994. The matter was docketed as D.P.J. 94-7B.
Pursuant to notice duly 1ssued, a publ ic hearing on the Company's appl icationwas
held on April 22,1994, at the Department’'s offices 1nBoston. Notice of the hearing was
publ 1shed by the Company i1n the Nantucket Inquirer and Mirror. The Company also
compliedwith the requirement tomail a copy of the notice of the hearing to all personswith
whom the Company has special retail contracts that do not incomporate a filed rate, and to all
intervenors and their respective counsel fromthe Company’s prior two fuel charge
proceedings. Janellalton, a residential customer of the Company, was granted status as a
limited participant (Ir. at 3). No other petitions for leave to intervene were filed.
At the hearing, the Company sponsored one witness: Douglas Kenward, director of
planning and regulatory affairs for the Company. The evidentiary record includes four
exhibits submitted by the Company, and one response to a Department record request.
Namtucket supplies electricity at retail cost to the Island of Nantucket, which 1snot
iInterconnectedwi th the mainland or with any other electr i c company or system. Thus, the

Company 1sdistinguishable frommostotherNew Englardutilities inthat it is completely
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dependent on 1tself and any nonuti I 1ty power producers onNantucket Island for 1ts generation
needs. The Company's generatingplantconsists of thirteen internal combustion(diesel)
engines and associated generators, variously sized from 10 ki lowatts (‘'KI") to 6,900 Kil,
withatotal installed generating capacity of approximately 2,250 Ki. The Company has
7,528 customers on a monthly basis, of which approximately 2,000 are year-round
customers. In its 1993 annual report to the Department, the Company reported retail
revenues of $12,328,618 from the sale of 83,040 megawatthours of electricity.

11. FUEL CHARGE

On April 15,1994, the Company fi led wi th the Department i1ts proposed changes to
1ts fuel charge and (F power purchase rates for May, June, and July 1994. The Company
proposes a fuel charge of §.04140 per ki lowatthour ('KIH"). The proposed fuel charge is
$0.00273 per KiH less than the quarterly fuel charge of $.04413 per KIH approved by

the Department inNantucket Electric Company, D.P.U. 94-7A (1994) for meter readings for

the billing months of February, March, and April 1994

The Company 1ndi cated that the decrease inthe proposed fuel charge from the fuel
charge approved 1nD.PU. 94-7A 1 s attributable to a higher cumulative overrecovery for the
quarter ending Apri 11994, whi ch reduces the costs to be recovered inthe Company's
proposed fuel charge (Tr. at7; Exh.N-1, at7). The Company explained that one reason for
the higher cumulative overrecovery inthe current quarter was extrabilling days inthe month
ofMarch, 1994(Tr. at ). Inaddition, the Company stated that 1t experienced lower costs
than forecasted due to the fact that init7, the Company's most efficient unit, was available

forelectricityproductionfor the entire quarter, and therefore the Company didnot runthe
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less-efficient gas turbines as much as 1thad projected (id. at 8, 3, 36). The Company also
indicated that unusual weather pattems and unstable fuel prices could contribute to over or
underrecoveries during particular months, though the Company did not offer these factors as
reasons for the overrecovery in this quarter (1d. at 34, 37).

Accordingly, the Department finds that the resulting fuel charge s %.04140 per
KIH, as outlined inTable 1.

111. WALIFYING FACILITIES

Pursuant to the Department'srules 1n220C.MR. §§8.00et seq., rates tobe paidto
(Fs for short-run power purchases are set with the same frequency as the fuel charge. A
(F isasmall power producer or cogenerator that meets the criteriaestabl ishedby the
Federal Energy Regulatory Commission in 18 C.F.R. §292.203(a) and adopted by the
Department in 220 C.M.R. § 8.02.

Pursuant to the goveming regulations, the Company 1s required to calculate short-run
energy purchase rates on a time-of-supply basis for two rating periods. peak and off-peak.

Inaddition, the Company 1srequiredto calculate anontime-differentiatedenergy rate, 1.e.,

atotal periodrate, which 1s awe1ghted average of the time-of-supply rates, where the
weighting 1s afunctionof the number of hours Ineachratingperiod. See 220 C.M.R.
§ 8.04(4)(b).

The Company proposed the following standard rates to be paid to (Fs during May,

June, and July 1994:
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Energy Rates By loltage Level (Dollars/KIH)

loltage Level Peak Off-Peak Total

Primary $0.06134 $0.05975 $0.06079

Short-Run Capacity Rates (Dollars/KiH)

loltage Level Short Run Capacity Rate

Primary $0.023783
1V. FINDINGS

Based on the foregoing, the Department finds:

1. that the fuel charge to be appl1ed to Company bi lls 1ssued pursuant to meter
readings for the billing months of May, June, and July 1994 shall be $0.04140 per KiH.
(The calculation of the fuel charge 1s shown inTable ! attached to this Order.); and

2. that the qualifying facil ity power purchase rates for May, June, and July 1994
shall be the rates set forth 1nSection 111 above.

V. ORDER

Accordingly, after due notice, hearing and consideration, 1t Is

ORDERED: ThatNantucket Electric Company 1s authorizedtoput intoeffecta
quarterly fuel charge of %.04140 per KIH as set forth inSection IV, Finding 1l of this
Order for bi lls 1ssued pursuant to meter readings for the bi Il ing months of May, June, and
July 1994; and It 1s

FURTHER ORDERED: That the fuel charge approved herein shall apply to

ki lowatthours sold to the Company’s customers subject to the jurisdiction of the Department

and shall be 1temized separately onall such customers'electricbills; anditis
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FWRTHER ORDERED: That the Company's Qualifying Facility power purchase
rates for the bi 11 1ng months of May, June, and July 1994, shall be those set forth inSection
11l of thisOrder; and 1t 1s

FWRTHER ORDERED: That the Company, in all future fuel charge proceedings,

shall notify all intervenors and their respective counsel from the Company's prior two fuel
charge proceedings that i1t is proposing an adjustment to its fuel charge, ad shall also notify
these persons of the date scheduled for the hear ing on the proposed fuel charge at least ten
days 1n advance of the hearing; and it 1s

FWRTHER ORDERED: That the Company, in all future fuel charge proceedings,

shall provide all intervenors and the ir respective counsel from the prior two fuel charge
proceedings witha copy of its fuel charge filing, inhand or by facsimile, onthe same day i1t

i1s filed with the Department; and 1t is
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FWRTHER ORDERED: That, pursuant to G.L. c. 164, § 94G(a) and (b), fuel costs
allowed by this Order are subject to such disallowance as the Department may determine in
any subsequent investigationof the Company's performance per i od that includes the quarter
applicable to the present charges.

By Order of the Department,

Kenneth Gordon, Chairman

Barbara Kates-Garnick, Commissioner

Mary Clark llebster, Commissioner



Appeal as to matters of law from any final decision, order or ruling of the
Commissionmay be taken to the Supreme Judicial Court by anaggrieved party in interestby
the filing of awrittenpetitionpraying that the Order of the Commissionbe modifiedor set
aside inwhole or in part.

Such petitionfor appeal shall be filedwith the Secretary of the Commissionwithin
twenty days after the date of service of the decision, order or rul ing of the Commission, or
withinsuch further time as the Commissionmay allow upon request filed prior to the
expiration of twenty days after the date of service of saiddecision, order or ruling. iithin
tendays after such petitionhas beenfiled, the appeal ing party shall enter the appeal inthe
Supreme Judicial Court sitting inSuffolk County by filing a copy thereof with the Clerk of
said Court. (Sec.5, Chapter 25, G.L. Ter. Ed., as most recently amended by Chapter 485
of the Acts of 1971).



